Journal of Research and Rural Planning 
Volume 10, No. 2, Spring 2021, Serial No. 33, Pp. 51-77 


eISSN: 2783-2007 ISSN: 2322-2514 
http://jrrp.um.ac.ir 


Original Article 


Impact of Targeted Subsidies Implementation on Inequality in Iranian 
Rural Area (Case Study: Villages of Neishabour County) 


Majid Hamzeei! - Aliakbar Anabestani**- Ja'far Javan* 
1- Ph.D. Candidate in Geography and Rural Planning, Ferdowsi University of Mashhad, Mashhad, Iran 


2- Full Prof. in Geography and Rural Planning, Ferdowsi University of Mashhad, Mashhad, Iran 
3- Full Prof. in Rural Geography, Ferdowsi University of Mashhad, Mashhad, Iran 


Received: 13 January 2021 Accepted: 28 July 2021 


Abstract 

Purpose-The implementation of targeted subsidies policy in Iran is among the actions that, have been taken with the aim of reduction 
of poverty, reducing social class differences between different deciles of society and specially upgrading rural indicators in rural areas. 
The present study has been conducted with the purpose of evaluating the impacts of targeted subsidies on expansion of inequality in 
rural areas. 

Design/methodology/approach -This fundamental-exploratory research has been done by descriptive-analytical method. The 
required data were collected through both field and documentary methods. In this study, first, the research indicators were investigated 
during two six-year courses before targeted subsidies (2005-2010) and after targeted subsidies (2011-2016) at the level of all villages 
in the country and the average of each indicator was compared between the two periods before and after targeted subsidies and then 
the obtained results of this part were compared with the results of field research in the study sample. In this study, 22 villages of 
Neishabour county were selected as a sample by systematic random method using Cochran's formula. 

Finding- Findings of this study show that cash subsidies accounted for 7.56% of a household income portfolio in the case study in 
2019. But the Gini coefficient in the period after targeted subsidies was higher than the period before the targeted subsidies, while the 
ratio of 10% Of the wealthiest to 10% of the poorest population in the rural areas of the sample in 2018 was equal to 20.67. Also, despite 
the original goal of targeted subsidy plan, the lower deciles are far more pressured by rising energy prices, and household food 
expenditures are spent on food groups. However, the average caloric intake of each person in the tenth decile is seven times that of the 
first decile. Also, in 70% of the households of the first decile, there were no employed people. In general, the villages of the country 
have faced a worsening situation in seven indicators, both in the macro dimension and in a case study, but an improvement has been 
observed in case of one indicator. 

Keywords- Targeted subsidies, Inequality in rural areas, Structural Adjustment policies, Neishabour, Iran. 
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1. Introduction 
ne of the most important goals of government intervention in the economy is to establish justice. 
Economic and humanities experts have different opinions about justice and equality. Over the past 
half century, equality has come to the attention of economists in various aspects such as equality 
of income, welfare, resources and opportunities. Although there are different views on equality of 
opportunities, equality is clearer in terms of income and welfare. Increasing the welfare of the 
lower households of the society and improving the distribution of income is one of the most important reasons 
for the subsidy programs of the countries as one of the tools of government intervention in the economy (Liu 
& he, 2019). Given the large volume of subsidies paid in Table 1, the main issue in the Iranian economy has 
always been that, to what extent subsidies are close to their targets. Basically, one of the main reasons for the 
implementation of the targeted subsidy plan and the arguments of its proponents, has been the unbalanced 
distribution of these subsidies. Prior to the targeted implementation of subsidies in Iran, due to the continuous 
devaluation of the domestic currency relative to foreign currency and the policy of controlling prices in the 
energy and other commodities sectors, the payment of indirect subsidies has been on the rise over the past 
three decades. In the energy balance sheet of 2005, the share of the wealthiest and poorest deciles of income 
from subsidies for petroleum products in 2005 was 26.7% and 2.5% respectively (Hosseini & Kaneko, 2012). 
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Table 1. Volume of subsidies paid before the law on targeted subsidies (Amounts in billion Rials) 
(Source: Budget deduction reports, 2005-2010 and authors' calculations) 


Sector/Year 2005 2006 2007 2008 2009 2010 
oe 15.09 13.28 12.09 8.19 10.54 7.02 
Production Industrial 
5.12 6.17 9.1 4.07 5.19 4.92 
(percentage) 
Consumer 24.6 22.5 18.03 24.49 20.55 23.02 
Service 55.19 58.05 60.78 63.25 63.72 65.04 
Total subsidies paid 411811 583258 739960 791242 985442 1171082 
The ratio of total subsidies to the total 
budget of the country 26 37 39 34 34 32 
The ratio of total subsidies to 
development budget 393 317 435 328 370 306 


In this regard, the targeted subsidies bill in Iran was 

also part of the "economic transformation plan" 

proposed by the ninth government. In total, the 
targeted subsidies plan was implemented to 
achieve the following goals: 

e Achieving justice and reducing inequality between 
income deciles 

e Optimal allocation of resources, reform of economic 
structure to achieve the goals of the country's vision 
document and implementation of general policies of 
Article 44 of the Constitution 

e Managing consumption to prevent waste of 
resources (Website of the Research Center of the 
Islamic Consultative Assembly, Law of Targeted 
Subsidies, December 6", 2009) 

e According to this law, 50% of the income from 
targeted subsidies was supposed to be divided 
among households and 30% for the Manufacturers 
and 20% to be spent on government costs and at the 
end of 5 years, the cash subsidy was to become a 
comprehensive social security system. (The same 
source). Even the first government bill predicted that 
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with this plan all the families are covered by social 
security, unemployment, disability, special diseases 
and medical insurance and each person's share of 
insurance payment is reduced from 70% to 30%. 
Even part of the cost of housing and education of 
low-income people is allocated to social welfare..." 
(Website of the Library, Museum, and 
Documentation Center of the Islamic Consultative 
Assembly, 2008: Session No. 55 of the 8" Assembly). 
Prior to the targeting of subsidies, in rural 
communities most of the subsidies received, were 
in the form of production subsidies (chemical 
fertilizers), and in practice low-income or landless 
and non-agricultural households benefited less 
from it, while the well-to-do and non-agricultural 
strata of rural society are more exposed to 
migration to cities than others (Ziaei, 2002). But 
after targeting the subsidies, rural communities 
were announcing to be one of the areas of interests. 
Therefore, at the time of writing this study, 
wherever the government has emphasized the need 
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to reduce the number of recipients of subsidies, Committee, retirees and pensioners are always exempt 
villagers, nomads, people covered by support from this law (Khaneh Melat News Agency, 2009). 
institutions such as the Relief and welfare 


Table 2. Revenue performance and the cost of targeted subsidies law in the years Of 2010 to 2016 (amounts in 
thousands billion Rials) 
(Source: Annual budget laws of 2010-2016 and budget deduction reports of 2010-2016 and authors' calculations) 


Year 2010 | 2011 | 2012 2013 2014 2015 2016 Sum 
Forecast (budget) 80 540 660 500 480 480 480 3,220 
Income Proceeds (Realized) 63 540 441 430 469 433 429 2,805 
Percentage of Realization 79 100 67 86 98 90 89 87 
Approved Budget 63 400 480 410 425 300 420 2588 
Realized 63 460 414 420 74 418 421 2623.4 
Henle often my ApprUvED | “46 us | 8625 | 10244 | 10056 | 10718 | 10024 87.38 
Article7! budget 
Shins al Appel 78.15 | 7407 | 72.73 82.00 88.54 81.25 87.50 80.69 
expenditures 
Shane of ral Reales) 100 | 8519 | 9398 | 9767 91.13 96.54 98.14 94.66 
expenditures 
Approved Budget 0 100 100 40 100 52 2 50.14 
Realized Budget 0 80 0.759 0.18 23.588 58 32 113.527 
saad nee aisha so | 0759 | 045 | 23.588 12 145 186 
Expense Article8 
eo 0 1852 | 15.15 8.00 20.83 10.83 458 11.13 
expenditures 
Share of total Realized 
casein 0 1481 | 0.17 0.04 5.03 134 0.75 3.16 
Approved Budget 0 0 60 50 48 48 48 144 
Realized Budget 0 0 0 0 284 87 92 463 
Assistance | Ratioofrealizedto Approved | _ : : : 50.17 | 1813 | 19.17 13.78 
In the Field puis 
of Health Shans oF ua Depend 0 0 0 0 10,00 10.00 10,00 429 
expenditures 
Share of total Realized 
erent 0 0 0 0 6.06 2.01 2.14 146 
Over time, the impacts of this plan was revealed in decreased after implementation of targeted 
various rural economic levels. In a way that, in in subsidies? 


September 2013, Statistical Center of Iran reported 
that, for the first time the inflation rate in rural areas 
has overtaken the urban inflation. Some consider 
41.4% rural inflation in ratio with 39% urban 
inflation to be unprecedented in recent years and 
some others compare it with the inflation during 
years of 1973-1977. Hence, it is necessary to 
compare the purpose of this huge economic plan 
which is the reduction of inequality with the results 
of its implementation. Accordingly, the present 
study has been conducted to answer this question: 
Has inequality between different rural deciles 


2. Theoretical literature of research 

Adam Smith the founder of classic school was one 
of the serious opponents of government 
intervention in economy. This approach ruled over 
the western economy prior to the world wars, but 
with the outbreak of war and the emergence of 
inflation accompanied by severe economic 
recession of the 1930s, new ideas such as 
Keynesian economic thoughts gained strength in 
which the government emerged as one of the most 
important regulators of economic activities. By 


1 Considering the lack of allocation of resources to the three categories of unemployment insurance, subsidies for housing facilities for 
vulnerable groups and compensation of government expenditures (subject of Article 11)of targeted subsidies law during the desired 
years, the inclusion of these items in this table has been omitted. Also, the difference in the total expenditures of different years with 
the addition of expenditures of Articles 7 and 8 and assistance to the health sector, due to debt repayment of the Central Bank, Treasury 
and Commerce (a total of 61260 billion rials for all years of targeted subsidies) is due to the following cases: 

e Payment of 1700 billion rials to the Ministry of Education for the gift of the holy month of Ramadan to the educators in 2015. 

e Payment of 311 billion rials to the Ministry of Defense and Armed Forces Logistics regarding paragraph g of Note 20 Of the Budget 

Law of 2015 

e 65456 billion rials which paid to people at the end of 2013 as the festive gift of the new year 

2 Article 7 includes cash and non-cash subsidies as in the basket of distributed goods in 2015 
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implementing this policy and improving the 
western economy, the control of currency and 
financial policy making and _ public sector 
administration was relinquished to the government 
(Ganji et al., 2015). Subsidy is one of the 
supportive tools of the governments to assist 
vulnerable groups and specific production sectors. 
In all economic systems the issue of welfare and 
social security has been significant and part of the 
government's current expenditures is allocated to 
transfer payments to assist vulnerable strata. In 
general, targeting the subsidies of energy carriers is 
one of the inevitable policies of the governments 
(Shahnazi et al., 2014), which can affect the 
indicators such as: income status of low income 
deciles, Gini coefficient status in rural areas, 10, 
20, 40% of the poorest population, etc.. however, 
in the late 1980s, in order to address the problem of 
stagflation and the slowdown in_ capital 
accumulation in the advanced economies of the 
United States and United Kingdom, stabilization 
and adjustment policies were established, also 
known as the Washington Consensus approach. 
These policies have an anti-Keynesian orientation. 
The Washington Consensus's name for these 
policies is that the drafters of the "Structural 
Adjustment and Stabilization Policy" of the three 
institutions of the International Monetary Fund, the 
World Bank and US Treasury are based in 
Washington (Jellema et al., 2016). The mentioned 
policy package includes two components of 
economic stabilization and structural adjustment. 
The component of economic stabilization that the 
International Monetary Fund has been responsible 
for promoting, mostly emphasizes mostly the 
exchange rate correction and elimination of price 
subsidies. Structural adjustment policies also in 
addition to emphasis on elimination of subsidies, 
emphasize monetary and financial reforms and 
trade liberalization. Elimination of subsidies is 
specifically among the 13 implementation policies of 
structural adjustment program (Ganji et al., 2015). 

Within the theoretical framework of adjustment 
policies, payment of public subsidies through price 
controls and also interventional social security 
system, hinder further economic growth. From this 
perspective, poverty and inequality and also structural 
impasses such as supply inelasticity to price is due to 
cost disturbances that need to be addressed through 
implementation of policies (Dini Torkamani, 2005). 

The stabilization and adjustment policies are 
mainly contractionary policies to control the 
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budget deficit and current account deficit. The 
impacts of these policies during 1980s, included on 
the one hand the reduction of the capital 
accumulation (due to the reduction of government 
spending) and on the other hand increasing 
inequality and poverty due to liberalization of 
commodity prices and reduction of real wages 
(Stewart, 1998). Until UNICEF introduced 
"Adjustment with Human Face" program in 1987. 
In these programs compensation for the negative 
effects on poor families during the implementation 
of mentioned contractionary policies was 
recommended. Thus, the issue of targeted subsidies 
was placed within the framework of adjustment 
policies. Anyway, if in an economy, the 
distribution of wealth and fixed assets including 
land is unequal, the primary effect of revenue 
transfer policies (cash payments) can _ be 
neutralized with the secondary effect resulted from 
rising commodity prices and production services of 
the owners of fixed assets. Indeed, in the unequal 
construction of wealth and power, any attempts to 
increase welfare of the poor becomes counterproductive 
(UNICEF, 1991). The efficiency of targeted cash 
subsidies as a tool of income redistribution, 
requires prerequisites that inflation does not 
increase with the implementation of adjustment 
policies. Otherwise, the share of fixed assets 
owners increases with the rising of commodity 
prices and services and therefore, the current 
pattern of income distribution remains unchanged 
at best. In other words, the secondary negative 
effect of rising prices and reduction of real wages 
on the poor households may be equal to the positive 
effect of cash subsidies paid or neutralize a 
significant percentage of it. In addition, with rising 
prices, there is a possibility that households at the 
bottom of the income group will fall below the 
poverty line which is not taken into account in the 
calculations (Hosseini, 2005). The second 
prerequisite is the almost accurate identification of 
target households. If this identification is based on 
income criteria, accurate information about the 
households' income status is required, which is not 
usually the case in developing countries. For this 
reason, the studies show that the policy of targeted 
subsidies is associated with errors that, depending 
on its dimensions, the effectiveness of this policy can 
be evaluated from another angle (Khorsandian, 2010). 
In general, the issue of targeted subsidies and its 
impact on economic and social systems of rural 
settlements, have been studied from different 
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aspects in Iran and the world. Hence, some of the 
related studies to the present study are briefly 
stated in two parts of internal and foreign research. 


Table 3. Research related to the impact of targeted subsidies on inequality in rural areas 


Researchers Results 
Sadesti ct The execution of the plan has been effective on income increase, increasing purchasing power, quality of people's 
al.2014 lives, but targeting subsidies had little or medium impact on improving access to health facilities, changing the 
i trend of energy consumption (water, gas, etc.), and improving nutrition and consumption pattern. 
In regard with economic welfare, the greatest impact of subsidies is related to the component of increasing 
Toulabi household demand and food consumption. In case of social welfare, the implementation of this plan has the 
Nezhadet al., greatest impact on the indicators of access to services and has the desired effects on the improvement of nutrition 
2013 and diet diversity, but had not much effect on indicators such as health, education, recreation and leisure. 
Therefore, it can be stated that the targeted subsidies have increased the welfare of rural households. 
The targeted subsidies plan has not been effective in improving the quality of life of rural households, although 
Nourollahiet | the average quality of life in the dimension studied before the targeted subsidies plan was assessed as below 
al.,2015 average, after the implementation of the targeted subsidies plan, the average quality of life and its dimensions 
have decreased compared to before the implementation of the plan. 
Execution of the targeted subsidies law had positive and significant effect on both economic and social 
Ahmadi et dimensions of the quality of villagers’ lives in Urmia city, but its social effects have been higher than the economic 
al.,2016 effects. Nonetheless, since the quality of life depends on several conditions and factors, not all the changes can 
be exactly related to the implementation of the law on targeted subsidies. 
In the field of rural economy, implementation of targeted subsidies plan has been associated with consequences 
such as "multiplicity of household expenditure lines and increasing the volume of pre-established payments in 
Azizpour et the rural economy”, "strengthening the income of rural households", "establishing and widening the gap between 
al.,2017 producers and rural households" and so on. Eventually, it has led to three major categories: "change in income 
and expenditure of the villagers”, "transformation of the system of production and consumption of wealth in the 
rural economy" and growth of risk-taking in the rural economy”. 
The index of ratio of deciles as well as the Gini coefficient for urban and rural communities has decreased in the 
year following the targeting of subsidies. The results of the calculations with the Atkinson inequality index were 
Shahnazi et also consistent with the results of the Gini coefficient and showed a decrease in inequality, with the difference 
al.,2014 that by increasing the inequality aversion parameter, the value of the Atkinson inequality index increases. This 
means that if the policymaker wants the targeted subsidies program to be more effective, more revenue must be 
transferred from high-income groups to low-income ones. 
The Gini index calculated in the last year of the first development program shows the reduction of inequality in 
rural areas of Iran. Inequality has fluctuated during the second five-year development plan, the Third five-year 
Fotros & development program shows the reduction of inequality in rural areas of Iran. Inequality has also been associated 
Shahbazi2016 | with slight fluctuations during the Fourth five-year development program and finally, according to the fifth five- 
year development plan, it can be stated that after the implementation of the law on targeted cash subsidies, income 
inequality decreased in 2012 and 2011 compared to 2010 and increased again in 2013 and 2014. 
hiotouedies Policies designed to reduce inequality in the country need to pay more attention to the importance and role of 
hari'ati2018 inequality between urban and rural areas in exacerbating inequality. In general, the results show that inequality 
has decreased after the implementation of the targeted subsidies. 
In Uganda the impact of financial policies such as subsidies is below average. In other words, redistribution costs, 
ee such as developing infrastructure of water and electricity in rural areas has increased social spending and to some 
al. 2016 extent reduced inequality. But imposition of direct and indirect taxes (for instance increase of value added tax to 
° 20%) and its redistribution in rural areas has led to increasing efficiency in rural production sector and as a result 
the expansion of direct employment in these areas. 
In Egypt, the elimination of energy subsidies in 2014, caused direct effects on economic and social systems of 
Hedaia et tural settlements. The poor and landless villagers in particular suffered the most from the program. In attempt to reduce 
al.,2016 the damages caused by the elimination of energy subsidies on poor households and the worsening of the situation, Egypt 
goverment increased the subsidies on items such as wheat and dairy, education system and public transportations. 
The results of this policy are positive for all selected households, as long as the input market structure is 
Balie et al.2018 competitive, even these results are doubled. Although subsidies ultimately help poor households to mitigate the 
, effects of high costs, much of it is reabsorbed during market transfers by large producers who generally have the 
necessary liquidity in the market. 
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Differences and prominence of the present study 
from other researches, especially internal 
researches is that, in other studies the results of 
examining the indicators have not been compared 
with the studied sample at the macro level of the 
country's villages. While, in the present study, the 
results of examining the research indicators in all 
villages of the country have been compared with 
the studied sample. It should also be noted that, in 
the spatial dimension, a comprehensive research on 
the effects of the implementation of targeted 
subsidies in all villages of Neishabour city has not 
been done so far. 


3. Research Methodology 

In this study in order to examine the effectiveness 
of execution of targeted subsidies law on expansion 
of inequality in rural areas, primarily the research 
indicators were examined at the level of country's 
all villages using household cost and income plan 
data during both six-year periods prior to targeted 
subsidies (2015-2010) and after that (2011-2016) 


Due to large population difference between the 
lowest rural population and the highest, 7 
questionnaires were primarily considered for each 
village. Otherwise, sparsely populated villages will 
be decommissioned if only the weight of each 
village in the sample size is relied on. Finally, the 
rest of the questionnaires (67 questionnaires) were 
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Figure 1. Dispersion of sample villages 
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and each indicator's average was compared for both 
periods before and after targeted subsidies and then 
the results obtained from this part have been 
compared with the results of field studies in studied 
sample. The same indicators were also examined in 
selected sample from rural community of 
Neishabour. It is worth mentioning that, due to 
dispersion and high population of villages with 
more than 20 households, 22 villages were selected 
systematically using Cochran's formula. Also, in 
selecting the villages, an attempt has been made to 
include all the districts and rural areas of 
Neishabour in the sample villages so that the 
dispersion factor can be observed in the selection 
of villages. Also, the total number of households in 
the sample villages (8036 households) was 
sampled by Cochran method and according to the 
coefficients of p and q equal to 0.5 and d equal to 
0.065, the sample size of 221 people (head of 
household) has been estimated. Based on this, first, 
all villages were classified into six groups. 
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distributed based on the weight of each village of 
the total population. Eventually, the highest 
questionnaires were related to Ishaqabad village 
and the lowest were related to the group of Derakht 
Senjed, Robat Qal'eh and Darosalam. Relevant 
data were collected during the two periods before 
and after targeted subsidies by documentary and 
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library methods in villages across the country and 
then the results were compared with a case study 
based on experimental observations and 
completing questionnaires. According to this, in 
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the present study, 50 items were categorized in the 


form of 8 indicators to evaluate the expansion of 
inequality in rural areas (Table 4). 


Table 4. Indicators of the impact of implementation of targeted subsidies plan on the expansion of inequality in 


rural areas 


(Source: Toulabinezhad et al., 2013; Ali Madadi et al., 2016, Hedaia et al., & UNDP, 2019) 


Indicator title 


Reference 


Income status of 
Income deciles 


Total household income 


Income from freelance jobs (agriculture & non-agriculture) 


Miscellaneous monetary income 


Miscellaneous non-monetary income 


The amount of subsidy received by the household 


Cash subsidy share of total household income 


The effect of cash subsidies on increasing household's income 


Gini coefficient 
status in rural 
areas 


Gini coefficient status in income deciles 


The ratio of the 
Wealthiest to the 
Poorest 


Share of 10% of the wealthiest to 10% of the poorest rural population 


Share of 20% of the wealthiest to 20% of the poorest rural population 


Share of 40% of the wealthiest to 40% of the poorest rural population 


Status of non- 
food 
Expenditures of 
deciles 


Clothing and shoes, housing, furniture and household services, healthcare, 
transportations and communications, recreation and entertainment, education 
and training 


The amount of costs deciles spent on non-food expenditures from cash subsidies 


The status of 


Flour, noodles, grain and its products, meat, milk and dairy, and bird's eggs, oils 


food and fats, nuts and legumes, sugar and sweets and tea, coffee, and cocoa, spices 
expenditures of | and flavors and other food ingredients, drinks and fast food and tobacco products 
deciles Deciles' cost spent on household food expenses from cash subsidies 
Average household cost 
Average price of items (Toman) 
Food | Average annual household consumption per kilo 
consumption 


status of deciles 


Average calories per group (Kilo) 


Average calorie intake per household 


Average calorie intake per person 


Literacy status of 


Without a literate person, 1 literate person, 2 literate persons, 3 literate persons, 
4 literate persons, 5 literate persons and more 


deciles Average literate people in the household 
Deciles' expenses on education costs from cash subsides 
Oe ees o ie Average employed people, 1 employed person, 2 employed persons, 3 employed 
Ce veciles : persons, 4 employed persons, 5 employed persons 
Indicator Reference 
The effect of targeted subsidies law on increase of employment of household 
4. Research Findings benefited less and this is while non-agricultural 


Prior to targeted subsidies, in rural communities 
the main part of paid subsidies was production 
subsidies (fertilizers), and practically, landless or 
with no land and non-agricultural households 


groups of rural communities are more exposed to 
migration to cities (Ziaei, 2002). But after targeting 
subsidies, rural communities are one of the strata 
of interest. On the other hand, the purpose of 
paying subsidies is to establish social justice, 
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IRI? 
public welfare and fair distribution of revenues. In 
the previous system of subsidy payment, large 
amounts were paid directly and indirectly and, in 
most cases, non-targeted, which had no role in 
promoting the income and welfare of vulnerable 
groups and its benefits went to high-income 
groups. In this part, considering the nature and 
main purpose of subsidies payment system which 
is the reduction of inequality, various indicators 
evaluating inequality will be examined based on 
the formal data first for all the villages of the 
country and next for the sample villages studied. 
Also based on the separation of statistical deciles 
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of cost-income plan of rural households of Iran 
Statistical Center, case study sample was divided 
into various income deciles. Based on the table, 
20.36% of families had an income of 45 to 75 
million Rials per year and have been placed in the 
second decile, while 3.17% had an income of 270 
to 360 million Rials and have been placed in 8" 
income decile. 

Also average number of people in the household in 
studied case is 3.16 people, the average people with 
job in the household is 1.16 people and the average 
number of people with income in the household is 
1.29 people. 


Table 5. Number of households placed in income deciles in studied case sample 
Source: research findings, 2019 


Percentage of | Averagenumber | Average of people Average of people 

Income deciles Decile limit householdsin | of people in the with job in the with income in the 
the decile decile decile decile 
First decile 45 million and less 14.03 1.80 0.29 1.00 
Second decile Between 35 to 75 million 20.36 2.35 0.37 1.00 
Third decile Between 75 to 90 million 11.76 2.50 1.00 1.00 
Fourth decile Between 90 to 120 million 1131 2.68 1.00 1.00 
Fifth decile Between 120 to 165 million 14.93 3.15 1.03 1.05 
Sixth decile Between 165 to 195 million 6.79 3.06 1.00 1.00 
Seventh decile Between 195 to 270 million 6.33 3.57 1.07 1.07 
Eighth decile Between 270 to 360 million 3.17 4.14 2.00 2.00 
Ninth decile Between 360 to 480 million 452 4.30 2.00 1.80 
Tenth decile 480 million and more 6.79 4.00 1.80 1.93 
Average total 221 people 3.16 1.16 1.29 


4.1. Income status of income deciles 

The most important effect of targeted subsidies is 
on the income dimension of households. After 
announcing the implementation of targeted 
subsidies on December 18, 2010, the amount of 
455000 Rials could be withdrawn for each person, 
and thus a significant amount was added to the 
income of rural households. Table 6 shows the 


income status of rural household dimension in the 
upper income deciles is higher than the lower 
deciles. Also, the upward trend of income from 2005 
onwards is quite tangible. Especially in the first year 
after targeted subsidies (2011), the income weight of 
the lower deciles from cash subsidies is very 
significant, so that in the first decile it has 82%, in the 
second decile 58% and in the third decile 49% of the 
household income basket. 


Table 6: Average annual income per rural household by decile 
(Source: Iran Statistical Center, 2005-2016) 


Average Average Income from ‘ . 
: . | Miscellaneou | Miscellane 
a pore me Get ” armed s Monetary ous Non- aes Total 
? oe paid ys income monetary Subeld Income 
Year Income decile | househol the (agriculture y 
d household Cea and non- a, ( pio (perce ee 
(percent | (percentag agriculture) (percentage) pe J 8 ntage) 8 
age) e) (percentage) 
Befor First Decile 2.12 1.12 15 11 35 31 8 100 
e Second Decile 2.32 1.19 32 20 18 25 4 100 
Targe | Third Decile 2.95 1.27 35 24 15 23 3 100 
ted Fourth Decile 3.42 1.42 36 29 12 20 3 100 
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Average Average Income from . . 
: ‘ j Miscellaneou | Miscellane 
Por ei i Get A —— s Monetary ous Non- oan Total 
: cdi id pis income monetary pubsd Income 
Year Income decile | househol the par (agriculture y 
d household (perce and non- (except sa pee (perce pecan 
ntage) A subsidies) (percentag age) 
(percent | (percentag agriculture) (percentage) s) ntage) 
age) e) (percentage) Pe 
Subsi Fifth Decile 3.75 1.42 35 33 12 18 3 100 
dies 
Sixth Decile 4.14 1.47 38 35 11 13 3 100 
— 430 151 37 37 1 12 2 100 
Eighth Decile 449 1.59 39 37 10 11 2 100 
Ninth Decile 477 1.67 40 39 9 10 2 100 
Tenth Decile 5.23 1.95 33 49 9 8 1 100 
Average total 
(in million 103.86 117.65 25.92 32.3 TA4 287.17 
Rials) 436 1.61 
Percentage 36 41 9 11 3 100 
First Decile 1.56 1.20 4 4 24 33 43 100 
Second Decile 3.01 1.17 14 11 18 23 34 100 
Third Decile 3.51 1.25 26 17 12 17 28 100 
Fourth Decile 3.81 1.31 30 18 13 15 24 100 
Fifth Decile 3.94 1.37 30 23 11 14 21 100 
Sixth Decile 3.99 1.85 29 27 12 14 18 100 
After Seventh 
target Decile 4.18 1.91 32 28 11 14 16 100 
ed _ | Eighth Decile 4.29 2.00 33 29 12 13 14 100 
ee NinthDecile | 4.46 2.13 33 31 12 12 12 100 
Tenth Decile 481 2.45 26 45 12 9 8 100 
Average total 
(in million 223.06 2244 92.77 103.08 125.74 | 779.05 
Rials) 3.84 1.42 
Percentage 29 30 12 13 16 100 


Also, the descriptive findings of table 7, which are 
related to the job of the respondents in the case 
study, show that only 9 heads of households out of 
31 households in the first decile and 17 heads of 
households out of 45 households in the second 
decile were employed. Second, the highest number 
of seasonal workers, which is one of the weakest 
types of employment, is seen in the first, second, 
and third deciles. The highest number of simple 
industrial workers is also seen in the fifth decile. In 
contrast, in the tenth decile, there are 2 cultural 
figures, two shopkeepers, one beekeeper and three 
cattle breeders. In general, the findings of this part 
of the study indicate the income gap caused by the 
type of job. Also, the descriptive findings of the case 


study sample indicate that the highest income (87%) 
of a household is provided through freelance 
agricultural and non-agricultural jobs and the lowest 
annual income of a household is provided through 
non-monetary and monetary incomes (excluding 
cash subsidies). Also, cash subsidies accounted for 
7.56% of a household income portfolio in the case 
study sample in 2018). According to the findings of 
this study, cash subsidies in the first income decile 
constitutes 28% of the annual income volume and 
in this respect in the second place of importance for 
this decile and vice versa in the tenth income decile 
constitutes only three% of the sample household 
income and in this respect, it has the lowest level of 
importance for this decile. 
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Table 7. Income ba LS per household in the study area 
A eke aa viiiee Banesnig «Average Average 
rome | inconeat, emsee| —“wmna’ | cmmearrincames | ARE | ae | OE 
cs ited sis 7 tae . es rar as subsidy (percentage) Reo 
mata (percentage) (percentage) 
First decile - 9.71 24.94 37.36 28.00 100.00 4.94 
Second decile - 34 8 34 23.79 100 4.89 
Third decile - 83 - - 16.84 100 458 
Fourth decile - 86 - - 13.96 100 4.60 
Fifth decile - 87 - - 12.57 100 458 
Sixth decile - 91 - - 9.36 100 453 
Seventh decile - 91 - - 8.73 421 
Eighth decile - 93 - - 6.79 100 3.57 
Ninth decile 8.92 85 - - 5.82 100.00 2.90 
Tenth decile 7 90 - - 3.00 100 2.87 
Average total 
(In million 8,666,667 | 197,517,086 1,332,710 3,151,685 17,239,663 | 227,907,810 444 
Rials) 
Average total (%) 4 87 1 1 7.56 100 4.94 


Statistical descriptive findings of the studied 
sample indicates that, according to the respondents, 
the lower deciles have rated the effect of cash 
subsidies on the increasing of household's income 
significantly higher than the upper deciles. The table 
shows that, from the first decile to the seventh decile 
the effect of cash subsidies on the income of rural 
households is significantly high. While the ninth and 
tenth deciles have rated this effect as moderate. 

4.2. Gini coefficient status in rural areas 

Table 8 shows the Gini coefficient status in the 
years before and after targeted subsidies. 


According to this, Gini coefficient in the period 
after targeted subsidies is higher than the period 
before it and as a result income inequality has 
increased. The share of the first decile (the poorest 
groups of rural community) from the total gross 
rural household's cost in 2005 was equal to 0.024% 
which has reduced to 0.0059% in 2016. That is, the 
share of the rural poor in the rural economy has 
decreased. In contrast, the share of the tenth decile 
(the wealthiest groups of rural community) from 
total gross rural household's cost in 2005 has been equal 
to 0.3063% which has reduced to 0.2662% in 2016, 
therefore, the share of rural rich has also been reduced. 


Table 8. Gini coefficient and share of gross per capita cost per decile (decimal weight) 


Component Average amount before Average amount after 
Targeted subsidies Targeted subsidies 

Gini coefficient 0.3284 0.3352 
Share of first decile 0.0236 0.0257 
Share of second decile 0.1477 0.0437 
Share of third decile 0.0479 0.0546 
Share of fourth decile 0.0580 0.0662 
Share of fifth decile 0.0690 0.0760 
Share of sixth decile 0.0817 0.0898 
Share of seventh Decile 0.0981 0.1019 
Share of eighth Decile 0.1222 0.1213 
Share of ninth Decile 0.1587 0.1546 
Share of tenth Decile 0.3033 0.2662 


4.3. Ratio of the wealthiest to the poorest people 


According to table 9, share index of 10% wealthiest 
to 10% poorest population in rural areas in 2005 has 


2 Respondents’ answers to the questionnaire question were graded into five levels: very high (4 to 5), high (3 to 4), medium (2 to 3), 


low (1 to 2), very low (zero to 1). 
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been 12.74. This means that 10% of the rich rural 
population in the mentioned year have contributed 
to the country's economy 12.74 times as much as 
10% of the poorest class. However, this gap has 
decreased to 9.25 in 2016, that is, in this year, 10% 
of the wealthiest people in rural areas have earned 
9.25 times more than the poorest people, which 
indicates that the income distribution situation has 
increased in the 11" government. The same is true 
of the share of the wealthiest 20% to the poorest 
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20% in the rural population. This means that at the 
end of 2005, the share of 20% of the wealthiest was 
7.6 times to 20% of the poorest population, which 
at the end of 2016, this gap has decreased to 5.78 
times. This table shows that in case of the third 
index, the share of 40% of the wealthiest to 40% of 
the poorest population has improved. Thus, at the 
end of 2016, it was equal to 4.11 times, which at the 
end of 2016 has narrowed in the post period of 
targeted subsidies. 


Table 9. Share of the wealthiest to the poorest rural population 
(Source: Iran Statistical Center, 2020) 


Average amount before Average amount after 
ee faracted subsidies fateaad subsidies 
Share of 10% wealthiest to 10% poorest population 12.88 9.11 
Share of 20% wealthiest to 20% poorest population 7.56 5.72 
Share of 40% wealthiest to 40% poorest population 4.09 3.33 


The research findings in case of the study sample 
indicates that the share of 10% wealthiest to 10% 
poorest population in sample rural areas in 2019 was 
equal to 6.13. It means that, 10% of rich rural 
population in the mentioned year have won the 
economy of sample villages 6.13 times more than 
the poorest population. The table also shows that for 
the third indicator, the share of 40% of the wealthiest 
to 40% of the poorest population was equal to 20.67 times. 
In other words, the distance between the rich and the poor in 
general in the case study is greater compared to the villages 
of the country and as a result the situation of inequality is 
worse. 

4.4. The status of non-food expenditures of the deciles 
The indicator of non-food expenditures of 
households is one of the important economic 
indicators to evaluate the living conditions of rural 
households. Segregation of non-food expenditures 
shows that, increase of some of them (such as 
housing costs) during a specific period in the 
household consumption basket indicates the 
worsening of economic conditions and the growth 
of some other costs (travel expenses) if the inflation 
rate is low, indicates an improvement in the living 
conditions of households. Table 10 shows the 


details of non-food expenditures of a rural 
household. As shown in this table, in the period 
prior to the targeting subsidies, in average the 
highest non-food expenditures are related to 
housing costs. The same is true of the post-subsidy 
targeting period. Also, the lowest amount of non- 
food expenditures in the period before the targeted 
subsidies is related to recreation and entertainment and 
also education with (4%) of the household basket of 
non-food expenditures. This is also the case for the 
post-targeting subsidies period, with recreation, 
entertainment and education costs being the lowest of 
the non-food expenditures for this period. Also, the 
comparison of the costs of the first decile in the 
period before and after the targeted subsidies, 
reveals important points. Average housing 
expenditures in the pre-targeted period account for 
58% of non-food household expenditures, while 
after targeted subsidies, housing expenditures account 
for 71% of the non-food expenditures of this decile. 
Also, the costs related to education, entertainment and 
recreation in the pre-targeted period of subsidies were 
about 25 and in the pre-targeted period, the costs of 
this sector were reduced to 1%. 
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Table 10. Non-food expenditures of household by cost deciles 
Source: Iran Statistical Center, 2005 to 2016 
Average | Ciothin Household’s ore a || saa | 
Perio | Cast Decile praaed g& | Housin Pesce ia Healthc & Recreations pg Expenditure 
d Shoes g(%) ‘ are Communicatio Education & sOf 
(%) me es ns(%) Training | OS | Houschold 
household 7 (%) 7 (%) (%) (%) 
First Decile 2.12 7.38 58.42 9.12 18.55 0.08 2.36 4.08 100.00 
cael ne 232 | 7.25 | 47.04 9.16 13.19 13.88 1.79 7.68 | 100.00 
Decile 
Third Decile 2.95 9.03 38.87 9.70 14.15 16.75 2.62 8.88 100.00 
Forth Decile 3.42 9.50 38.22 9.99 12.26 15.91 2.97 11.16 100.00 
Fifth Decile 3.75 10.18 | 35.69 9.73 13.21 16.18 2.76 12.24 100.00 
Bef | Sixth Decile 4.14 10.33 | 32.68 10.26 12.98 16.42 3.99 13.33 100.00 
|) “Sean 430 | 11.67 | 2767 | 11.26 13.48 16.96 3.82 15.15 | 100.00 
Targ Decile 
sci Eighth 4.49 12.44 | 25.02 11.64 12.73 18.94 5.31 16.09 102.17 
subs Decile 
idies | Ninth Decile 4.77 12.14 | 20.37 11.59 14.13 19.38 4.46 17.94 100.00 
Tenth Decile 5.23 11.64 | 13.81 11.14 15.11 25.48 5.86 16.97 100.00 
Average 
Total 
(Million 436 3.74 8.34 3.53 4.52 6.61 1.16 4.83 32.74 
Rials) 
Percentage 11.42 | 2547 10.79 13.83 20.19 3.54 14.76 100.00 
First Decile 1.56 4.02 71.33 8.44 17.46 (3.93) 1.32 1.35 100.00 
peeone 301 | 468 | 5020] 795 | 13.83 15.15 155 | 663 | 100.00 
Decile 
Third Decile 3.51 5.87 45.18 8.46 13.98 16.37 1.54 8.59 100.00 
Forth Decile 3.81 6.88 41.12 8.26 13.43 17.58 2.31 10.42 100.00 
Aft Fifth Decile 3.94 7.66 37.89 8.35 13.91 17.99 2.58 11.63 100.00 
‘ : Sixth Decile 3.99 8.50 35.19 8.60 13.90 18.20 2.90 12.73 100.00 
Targ — 4.18 | 946 | 3243 8.67 13.89 18.81 3.29 1353 | 100.00 
eted Eichth 
Sub i oe 4,29 10.20 | 28.91 9.12 14.69 18.78 3.45 14.86 100.00 
idi 
mM. Ninth Decile [4.46 [11.20 [2498 [9.40 14.83 20.80 3.69 | 15.10 | 100.00 
Tenth Decile 4.81 11.81 16.92 11.15 16.14 23.60 3.78 16.59 100.00 
Average 
Total 7.39 22.09 7TA9 11.25 14.97 2.43 10.47 75.79 
(Million sai 
Rials) 
Percentage 9.75 29.15 949 14.85 19.75 3.20 13.81 100.00 


According to table 11, the descriptive findings of 
the case study indicates that, here with a much 
lower percentage (28%) compared to the pre- 
targeted period in rural areas, the highest cost of 
non-food items is related to housing. But 
comparing different deciles, we get to the 
important point that in the first decile, housing 
costs account for 70% of non-food expenditures, 
while in the following deciles, this cost decreases 
significantly, and it includes only 17% of non-food 
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expenditures in the tenth decile. Transportation and 
communications costs also increase from 4% for 
the first decile to 26% for the second decile. 

As it is also observed in table 11, important results 
are obtained from case study. First, despite the 
expectations from the primary purpose of the 
targeted subsidy plan, the lower deciles bear more 
pressure due to the increase in energy carriers, 
because according to this table, 43.23%, 21.22%, 
and 14.45% of annual non-food expenditures of 


Vol.10 


household are allocated to water and energy costs 
for the first, second, and third deciles, while the 
same figure reaches to 5.20%, 4.45% and 2.90% 
for the eighth, ninth and tenth deciles respectively. 
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Secondly, the findings of this study show that, as 
an average 7.29% of non-food expenditures of 


household and 3.71% of total annual expenditures of 
household are allocated to water and energy expenses. 


Table 11. Non-food expenditures of the household in the studied area 


Clot - ies " — ae iicag sae ae fad 
hing Furnitur por Recreati : sane oe e of as 
‘ Health | on& Service | Expenditu | Expen 8 Costs 
: & Housin e ons, & : Non- tet 
Cost Deciles : care Comm s& res Per ditures (Millio 
Shoe | g(%) Services ._,. | Educatio pa food 
(%) unicati Others | Household | (millio . n 
s of n& ai Expendit < 
ons a (%) (Million n Rials) 
(%) Househo (%) Training ials) Rials) ures of 
Id (%) 7 (%) ae the Total 
First Decile 407 70.23 7.86 18.47 -4.09 1.29 2.17 11.06 19.94 35.69 31.00 
Second Decile | 4.14 | 50.16 7.85 14.56 14.40 1.64 725 22.99 35.95 39.01 58.95 
Third Decile 5.89 45.01 746 14.59 16.67 2.19 8.19 34.09 45.36 4291 T9A5 
Fourth Decile | 6.96 42.42 7.08 15.60 16.74 2.12 9.09 45.02 52.40 46.21 97.42 
Fifth Decile 7.00 38.31 754 15.54 17.82 2.64 11.16 56.53 62.43 4752 118.96 
Sixth Decile 9.17 34.90 787 15.78 17.04 2.88 12.36 68.99 73.19 48.52 142.18 
lee 8.35 32.40 8.97 15.47 18.95 3.35 12.78 86.02 78.92 52.15 164.94 
Eighth Decile | 8.81 28.75 8.39 17.02 19.17 3.16 14.71 110.38 91.40 54.70 201.78 
Ninth Decile 24.80 8.99 16.66 20.55 3.05 15.93 146.16 107.93 57.52 254.09 
Tenth Decile 6.15 17.19 11.01 18.57 25.63 3.79 17.67 251.02 164.15 60.46 415.17 
Average Total 
sas , 6.12 23.46 6.66 12.38 14.30 2.18 10.73 75.85 7317 50.90 149.01 
(Million Rials) 
Average Total 
(%) 7.64 28.35 9.12 17.00 20.42 3.15 14.27 100 100 - 100.00 
‘O 


4.5. status of food expenditures of the deciles 

According to the table below, in the post-subsidy 
period, costs such as housing, healthcare and 
transportation in the lower deciles have increased 
significantly. Meanwhile, the percentage of 
expenses for entertainment, recreation, education 
and training in the consumption basket of rural 
households has decreased to some extent in the post- 
targeted period, and this category also indicates the 
deterioration of the economic situation of the 
household. According to this table in 2005 the 


highest food expenses for the first decile is related 
to meat (28%) and its lowest (1%) for this decile is 
related to fruits, drinks and fast food and tobacco 
costs. While in 2016 the highest amount of costs 
(29%) for the tenth decile was related to grain and 
the lowest amount of costs (3%) is related to spices. 
In 2005 the highest expenses were respectively 
related to meat, grain, oils and fats, dairy, sugar, 
spices, fruits and drinks for the tenth decile while, 
in 2016 this order was disturbed and changed to 
grain, meat, fruits, dairy, sugar, drinks and tobacco, 
oils and nuts respectively. 
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Table 12. Food expenditures of rural households before and after the targeted subsidies 
(Source: Iran Statistical Center, 2004-2016) 


Avera ‘ Househol 
ge — d Transp | Entertain | Miscella hae 
numb ae Housi appliance Healt ort and ment, neous pees 
er of ae = ' S, a Comm | education goods feud 
Period Cost Deciles peopl furniture unicati and and 
ein en (pence and (perce ons training services | ©*PEnse 
the (perce: | ntage) services ntage) (percen | (percenta | (percenta : 
ntage) (percent 
house (%) (percenta tage) ge) ge) age) 
hold ge) (%) 
First decile 2.12 7.38 | 58.42 9.12 18.55 0.08 2.36 4.08 100.00 
Second decile | 2.32 7.25 | 47.04 9.16 13.19 13.88 1.79 7.68 100.00 
Third decile 2.95 9.03 | 38.87 9.70 14.15 16.75 2.62 8.88 100.00 
Fourth decile 3.42 9.50 | 38.22 9.99 12.26 15.91 2.97 11.16 100.00 
Befor Fifth decile 3.75 10.18 | 35.69 9.73 13.21 16.18 2.76 12.24 100.00 
athe Sixth decile 4.14 | 10.33 | 32.68 10.26 12.98 16.42 3.99 13.33 100.00 
target pe 4.30 | 11.67 | 27.67 | 11.26 | 13.48 | 16.96 3.82 15.15 | 100.00 
a Eighth decile 4.49 12.44 | 25.02 11.64 12.73 18.94 5.31 16.09 102.17 
ae Ninth decile 4.77 12.14 | 20.37 11.59 14.13 19.38 4.46 17.94 100.00 
Tenth decile 5.23 11.64 | 13.81 11.14 15.11 25.48 5.86 16.97 100.00 
Average total 
(in Million 3.74 8.34 3.53 4.52 6.61 1.16 4.83 32.74 
; 4.36 
Rials) 
(%) 11.42 | 25.47 10.79 13.83 | 20.19 3.54 14.76 100.00 
First decile 1.56 4.02 | 71.33 8.44 17.46 | (3.93) 1.32 1.35 100.00 
Second decile | 3.01 4.68 | 50.20 7.95 13.83 15.15 1.55 6.63 100.00 
Third decile 3.51 5.87 | 45.18 8.46 13.98 16.37 1.54 8.59 100.00 
Fourth decile 3.81 6.88 | 41.12 8.26 13.43 17.58 2.31 10.42 100.00 
Reet Fifth decile 3.94 7.66 | 37.89 8.35 13.91 17.99 2.58 11.63 100.00 
‘he Sixth decile 3.99 8.50 | 35.19 8.60 13.90 18.20 2.90 12.73 100.00 
target set 4.18 | 9.46 | 3243 | 867 | 13.89] 18.81 3.22 13.53 | 100.00 
eer Eighth decile 4.29 10.20 | 28.91 9.12 14.69 18.78 3.45 14.86 100.00 
ise Ninth decile 4.46 | 11.20 | 24.98 9.40 | 14.83 20.80 3.69 15.10 100.00 
Tenth decile 4.81 | 11.81 | 16.92 11.15 | 16.14 23.60 3.78 16.59 100.00 
Average total 
(in Million 7.39 | 22.09 7A9 | 11.25 14.97 2.43 10.47 75.79 
‘ 3.84 
Rials) 
(%) 9.75 | 29.15 9.49 | 14.85 19.75 3.20 13.81 100.00 


The findings of the case study indicates that rural 
household expenditures are spent on grain, meat, 
fruits and vegetables, dairy, sugar, nuts and 
tobacco and spices respectively. These findings 
also show that in all deciles, the highest cost is 
spent on grain and in 8 deciles the lowest cost is 
spent on spices. Also the group of meat, fruits and 
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vegetables in all deciles is in the second and third 
priority of food expenses. These findings also show 
an increasing trend of cost for meat from first 
decile to second decile and vice versa decreasing 
trend of cost from the first decile to the tenth decile 
for the grain group. 
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Table 13. Household's food expenditures in the studied area 
Grain Dairy | Oils Fruits & Nuts & Sugar Drinks & Total Food 
F and Its Meat & & Spices | Fast food a 
CostDeciles | products | (%) | Eggs | Fats | Vseaetables | Termes / sweets | (%) | & Tobacco | P*Padiures 
(%) (%) | (%) é = (%) (%) : 
First decile 28.18 16.99 | 11.57 | 5.58 16.79 4.53 8.70 3.28 3.80 100 
Second Decile 28.69 1743 | 11.10 | 5.60 16.79 4.96 8.66 3.34 5.15 100 
Third Decile 28.26 17.66 | 11.14 | 5.40 16.05 5.18 774 3.17 5.83 100 
Fourth Decile 27.25 18.20 | 10.79 | 4.55 5.06 16.81 5.25 8.44 3.49 100 
Fifth Decile 25.07 18.49 | 1146 | 4.68 17.16 4.96 8.21 3.47 6.53 100 
Sixth Decile 23.18 18.86 | 10.99 | 4.16 16.70 5.35 7.01 8.24 5.57 100 
Seventh Decile 23.74 20.77 | 11.14 | 3.90 16.05 5.70 8.25 3.60 6.65 100 
Eighth Decile 22.35 21.91 11.02 | 3.82 16.69 5.88 8.16 3.44 6.40 100 
Ninth Decile 22.60 | 22.46 | 10.08 | 3.74 16.01 6.40 7.88 3.51 6.97 100 
Tenth Decile 24.89 24.75 8.30 | 3.00 13.64 5.74 7A 2.99 9.17 100 
Average Total 
Million Rials) 18.01 15.38 7.56 | 2.94 10.98 471 5.55 3.06 4.89 73.09 
Percent of total 25 20 11 4 15 7 8 4 6 100 
4.6. Status of food consumption of deciles e Allegedly, considering the decrease of 


According to the data in the below table, it can be 
stated that, after targeted subsidies: 
e The consumption rate of all food groups has 
been decreased. 

e The average calorie intake per person has also 


decreased except for grain. 


consuming food groups such as meat, fruits and 
the trend of 
consuming grain has accelerated and as a result 
the consumption pattern has changed 


vegetables 


and dairy, etc., 


Table 14. Food consumption status of deciles 
(Source: Iran Statistical Center, 2005-2016 and Authors' calculations) 


Average Grain Sugar 
‘ Number of | & Its Dairy | Oils& | Fruits& Nuts & 
oe Component peoplein | Produc oe & eggs fats vegetables | Legumes Pie tom 
household ts 
Average household 
costs (Million Rials) 441 5.45 2.10 1.79 2.63 0.992 1.64 19.004 
Average items price 
(thousand Rials) 36.4 6779 234.9 469.4 108.3 173.6 189.7 1890.1 
Before Average annual 
The | household consumption 1,239 84 91 40 227 57 88 1,826 
Kilo 
Target pee 
ed aera 4.36 2640 | 1803 | 2341 | 8645 392 3470 | 2373 | 21,664 
Subsid |” Average household 
ies calorie intake (Kilo 3271.3 150.8 212.9 346.4 89.1 198.5 207.7 4476.7 
calories) 
Average calorie intake 
per person (Kilo 749.7 34.5 48.8 T94 20.4 45.5 47.6 1026 
calories) 
Average household 
costs (Million Rials) 13.11 10.80 5.39 2.37 645 2.68 4.05 44.85 
Average items price 
After (thousand Rials) 120.2 2078 736.5 1094.1 348 610 599.1 | 5585.91 
The Average annual 
Target | household consumption 3.84 1,194 56 79 23 198 48 74 1,672 
ed per Kilo . 
: Average calorie per 
Subsid isup (ils) 2,640 | 1,803 | 2,341 | 8,645 392 3470 | 2373 | 3,095 
hai Average household 
calorie intake (Kilo 3151.7 100.1 184.1 196.7 716 168.1 176.2 4054.6 
calories) 
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Average Grain Sugar 
. Number of | & Its Dairy | Oils& | Fruits& Nuts & 
Period Component peoplein | Produc Meat & eggs fats vegetables | Legumes Pio a 
household ts 
Average calorie intake 
per person (Kilo 814 25.9 478 51.1 20.1 43.4 45.9 1048.3 
calories) 
Average household 
costs (Million Rials) 18.007 15.38 7.56 2.95 10.98 4.705 5.55 65.13 
Average items price 
(thousand Rials) 941.4 4051.9 | 1994.3 | 2213.3 723.6 1255.7 4824 | 116625 
Average annual 
household consumption 191 38 38 13 152 37 115 585 
ahd hae Alois per 3.15 
Study group (Kilo) . 2,640 1,803 2,341 8,645 392 3,470 2,373 21,664 
Average household 
calorie intake (Kilo 1590.7 215.6 279.5 362.2 187.4 409.6 860.3 3905.5 
calories) 
Average calorie intake 
per person (Kilo 505 68.4 88.7 115 59.5 130 273.1 1239,.8 
calories) 


According to case study findings the average calorie 
intake per person in the sample household is 
(1,048,298 kilo calories) which is considered a 
higher figure in ratio with the period after targeted 
subsidies in country's villages. Also, the average 
calorie intake per each sample household is 
3,905,513 kilo calories which is considered to be a 
lower figure in ratio with after the targeted subsidies 
in country's villages. According to these findings 
the average calorie intake in tenth decile is also 
2635145 kilo calories and the average calorie intake 
in the first decile is 371528 which indicates that the 


average calorie intake in the tenth decile is seven times 
more than the first decile. 

4.7. Literacy status of deciles 

The following table indicates the literacy status in 
the periods before and after targeted subsidies by 
income deciles. According to this table the number 
of households without literate people has increased 
after targeted subsidies. The number of households 
with one literate person or more has also had a 
downward trend in the lower deciles. This issue is 
accelerated when the average number of literate 
people also decreases after targeted subsidies. 


Table 15. Literacy status in rural households before and after the targeted subsidies 
(Source: Iran Statistical Center, 2005-2016) 


ithout mn T Thr Four Eve Average 
Period en Literate tiers lagers Literate Literate Prive | eg 
eople Person Persons Persons Persons More In Household 

First decile 54.25 16.69 14.75 7.09 3.80 2.34 0.99 
Second decile 24.12 18.15 26.38 16.38 8.65 492 1.87 
Third decile 12.83 14.88 28.20 19.69 14.20 8.60 2.35 
Fourth decile 9.70 12.76 27.38 21.73 15.10 11.70 2.63 
Before Fifth decile 6.24 10.39 24.29 22.87 19.44 15.02 2.96 
Targeted Sixth decile 5.06 8.32 22.88 24.12 19.66 18.20 3.17 
Subsidies Seventh decile 3.62 6.48 21.93 23.26 21.24 21.63 3.32 
Eighth decile 242 5.44 19.53 22.73 21.44 26.54 3.56 
Ninth decile 1.70 5.31 15.41 22.38 23.58 29.68 3.74 
Tenth decile 1.28 4,32 12.90 19.92 24.26 35.32 412 
Total average 11.81 10.16 21.28 20.07 17.28 17.69 2.87 
First decile 59.70 16.96 13.72 6.34 2.44 0.98 0.78 
Second decile 26.87 16.58 25.76 15.46 8.73 3.60 1.72 
After Third decile 16.35 17.58 27.53 20.83 12.02 5.68 2.14 
Targeted Fourth decile 7.90 12.64 27.57 25.50 17.63 8.76 2.63 
Subsidies Fifth decile 5.60 10.84 25.44 26.48 20.58 11.08 2.84 
Sixth decile 4:70 8.67 24.70 26.68 22.06 13.20 2.99 
Seventh decile 3.28 7.29 21.98 27.60 23.33 16.52 3.19 
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Eighth decile 2.42 6.57 19.35 25.32 25.74 20.60. 3.39 
Ninth decile 1.74 6.01 16.45 24.84 25.72 25.50 3.64 
Tenth decile 13.88 10.90 23.15 22.28 17.33 11.30 2.58 
Average total 54.25 16.69 14.75 7.09 3.80 2.34 0.99 


Description of the statistical findings of case study 
indicates that, in average there are 2.5 literate 
people in each sample family. There is a significant 
difference between deciles in the studied sample. 
There are 0.68 literate people in the first decile, 
while there are 3.42 literate people in the tenth 


decile. And 63.17% of families in the first decile 
are without any literate people, while only 2.03% 
of the families in the tenth decile are without literate 
people. Table 16 also shows that, families in the tenth 
decile contain the highest number of literate people. 


Table 16. Literacy status in the households of the studied area 


; Without One Two Three F ‘our Fifth pial 
Cost deciles Pack Literate Literate Literate Literate Literate People 
eople People people People People People In Household 

First decile 63.17 16.25 12.94 55 1.56 0.58 0.68 
Second decile 27.95 162 25.56 16.11 9.43 4.75 1.79 
Third decile 18.72 172 22.82 20.28 14.75 6.23 2.16 
Fourth decile 11.35 16.08 24.46 26.07 14.94 TAul 241 
Fifth decile 9.54 11.94 25.65 25.48 18.52 8.87 261 
Sixth decile 671 11.57 21.29 30.46 19.12 10.85 2.82 
Seventh decile 46 8.75 23.69 28.42 22.83 1L7 2.96 
Eighth decile 3.11 8.49 22.2 27.22 24.46 14.53 3.12 
Ninth decile 45 645 19.17 28.71 27.36 13.81 3.15 
Tenth decile 2.03 72 16.74 29.15 2447 2041 3.42 
Average total 15.17 12.01 21.45 23.74 17.74 9.88 251 


It should be noted that, only four respondents stated 
that one- or two-people's subsidies are spent on 
tuition fees and in contrast, 98.2% have stated that, 
they do not pay any tuition fees from cash subsidies. 
4.8. Number of employed people in the deciles 
The employment status is one of the indisputable 
indicators of evaluating inequality. Meanwhile, 
one of the law provisions (Article eight) of the 
targeted subsidies law has been the assistance to 
production sector and as a result creating jobs. 
Therefore, examining the rural employment status 
in both periods before and after implementation of 


this law can explain the inequality status and 
indicate the success or failure of this law. 
Evaluation of the following table shows that, in 
total, there have been no employed people in 99% 
of rural households in the first, second and third 
deciles before the targeted subsidies. But after the 
targeted subsidies it increases to 148%. In fact, the 
data of this table indicate that, it has had a 
downward trend in each group (one employed 
person, two employed persons, etc.,) and instead, 
the number of unemployed has increased. Hence, 
the evidence shows that, the employment status in 
rural families has generally gotten worse. 


Table 17. Employment status of rural households before and after the targeted subsidies 
(Source: Iran Statistical Center, 2005-2016) 


Average — Averag | Without One : 
Period ca pomien eines Binskwel ae a Emyoved Emplved Emrdoved Enived 
household household people people 
First decile 2.33 1.20 0.53 55.18 | 31.83 7.A5 1.00 10.08 0.03 
Before |_ Second decile 3.07 1.35 0.99 27.53 | 4742 16.24 3.77 13.52 0.39 
Targeted | Third decile 3.71 1.43 1.22 16.94 | 52.18 18.81 6.49 14.42 0.72 
Subsidie | Fourth decile 4.06 1.54 131 14.08 | 51.27 19.86 6.88 14.06 0.96 
s Fifth decile 4.29 1.54 1.45 9.74 | 52.98 21.34 8.21 15.51 1.42 
Sixth decile 4.57 1.59 1.52 8.65 50.53 22.49 8.93 14.79 2.01 
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Average pone Averag | Without One ; 
Period Cost deciles Poopiein Sic Hinpiayed a aa fae ines evel Enyloyed 
household household people people 
Seventh decile 471 1.63 1.65 6.71 47.59 24.35 10.71 13.73 2.83 
Eighth decile 4.83 1.70 1.76 5.89 45.19 24.18 12.08 13.33 3.52 
Ninth decile 5.09 1.76 1.86 5.42 42.21 24:58 12.74 13.02 441 
Tenth decile 5.45 1.95 1.95 5.02 38.60 25.93 13.91 11.54 6.43 
Average total 4.36 1.61 1.45 15.56 | 46.76 21.03 8.74 13.99 2.37 
First decile 2.02 1.09 0.34 70.68 | 25.80 3.00 0.38 0.14 0.00 
Second decile 3.10 1.22 0.75 38.87 | 49.47 9.58 1.71 0.29 0.08 
Third decile 3.51 1.30 447 26.26 | 56.12 13.56 3.16 0.70 0.21 
Fourth decile 3.73 1.35 1.11 17.73 | 60.53 16.52 4.10 0.91 0.21 
After Fifth decile 3.87 141 1.20 13.87 | 61.29 18.23 5.09 1.20 0.33 
Targeted | Sixth decile 4.04 1.46 1.29 11.94 | 52.54 19.70 6.33 1.75 0.61 
Subsidie | Seventh decile 4.15 1.50 135 | 10.03 | 50.48 21.33 6.92 2.26 0.61 
S Eighth decile 4.33 1.54 1.43 9.08 49.08 21.92 8.36 2.58 1.08 
Ninth decile 448 1.60 151 8.19 47.02 23.06 9.51 3.21 1.38 
Tenth decile 4.73 1.77 1.73 7.25 40.40 25.14 12.08 5.02 3.16 
Average total 3.79 1.42 1.17 21.39 | 52.94 17.20 5.76 1.94 0.77 


The following table indicates the number of 
employed people in the studied sample households. 
According to obtained results, it is considered that, 
29.03% of the respondents in the deciles with 
70.97% unemployed people have stated that there 
is only one employed person in their families. 
62.22% of people in the second decile have also 
mentioned that there is no employed person in the 
household and 37.78% of respondents have also 
stated that there is only one employed person in the 
household. In contrast, 20% of respondent in the 
tenth decile stated that there is only one employed 
person in the household, 60% of respondents stated 
that there are two employed persons in the 


household, and 20% of respondents also stated that 
there are 3 employed persons in the household. 
46.67% respondents in the tenth decile also stated 
there is only one employed person in the 
household, 26.67% of the respondents stated that 
there are two employed persons in the household 
and 20% of respondents stated that there are 4 
employed persons in the household. The findings 
of descriptive statistics of the case study also 
indicate that, the majority of the respondents 
underestimated the impact of the implementation 
of the targeted subsidies law on increasing 
employment in the household. In all deciles, 
average response was low. 


Table 18. Number of employed people per household in case study 


Percentage | Percentage | Percentage | Percentage | Percentage 
Number of | Pereemage of te oo on of Of 
Cost deciles Households Without households households | households | households households Average 
In each Employed With one With two With three | With four With five 
decile Employed Employed Employed Employed Employed 
oe person persons persons persons persons 
First decile 31 70.97 29.03 0.0 0.00 0.0 0.0 1.00 
Second decile 45 62.22 37.78 0.0 0.00 0.0 0.0 1.11 
Third decile 26 0) 100.00 0 0.00 0 0 1.23 
Fourth decile 25 0) 100.00 0 0.00 0 0 1.36 
Fifth decile 33 ) 96.97 3.03 0.00 0.0 0 1.06 
Sixth decile 15 0 100.00 0.00 0.00 0.0 0.0 1.00 
Seventh decile 14 0 92.86 714 0.00 0.0 0.0 1.00 
Eighth decile 7 0 0.00 100.00 0.00 0.0 0.0 1.71 
Ninth decile 10 0 20.00 60.00 20.00 0.0 0.0 1.00 
Tenth decile 15 ) 46.67 26.67 0.0 26.67 0.0 1.33 
Total 221 22.62 66.1 8.6 0.9 1.8 0.0 1.14 
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4.9. Activity and work motivation of the head 
of the household 

The activity status of the head of the household is 
also an indicator explaining the employment status 
and consequently the inequality. Given that, 50% 
of rural households have one employed person and 
that one is also the head of the household, hence a 
more detailed study of job status of the head of the 
household is also important. In fact, due to the fact 
that most of the household income depends on the 
job status of the head of the household, any change 
in the job status of the head of the household can 
directly affect the living conditions of the 
household. The table below shows that the 
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percentage of rural households headed by 
employed people in the first, second, and third 
deciles has decreased significantly in the post- 
subsidy period. In contrast, the percentage of rural 
households headed by unemployed people with no 
job income (relief committees and cash payments 
of subsidies, etc.) has significantly increased in the 
first, second, and third deciles in the same period 
compared to the period before the targeted 
subsides. 

This indicator also shows that the job status has 
gotten worse in the post-subsidy period and 
consequently the rate of inequality has increased in 
rural areas. 


Table 19. Activity status of head of the household 
(Source: Iran Statistical Center, 2005-2016) 


Period Cost deciles Employed Unemployed Ea Student Housewife Others 
First decile 38.156 3.250 54.346 0.007 2.150 2.093 

Second decile 65.044 2.553 30.005 0.043 0.920 1.433 

Third decile 75.414 2.446 19.984 0.005 0.799 1.351 

Fourth decile 78.337 2.470 17.525 0.023 0.650 0.993 

ses | Lith decile 83.600 2.128 12.172 0.015 0.765 1.325 
Subsidies Sixth decile 84.772 1.773 11.790 0.033 0.675 0.958 
Seventh decile 86.499 1.632 9.827 0.094 0.746 1.204 

Eighth decile 86.737 1.273 10.224 0.000 0.485 1.281 

Ninth decile 87.531 0.972 9.467 0.119 0.478 1.431 

Tenth decile 87.414 1.251 9.293 0.025 0.425 1.587 

Average total T1A47 1.969 18.376 0.036 0.807 1,365 

First decile 26.29 3.73 63.08 0.06 4.05 2.80 

Second decile 55.25 5.60 34.80 0.08 2.24 2.02 

Third decile 67.58 4.19 25.07 0.05 1.35 1.59 

Fourth decile 75.525 2.90 18.76 0.02 1.17 1.63 

After Fifth decile 78.92 2.49 16.27 0.02 1.05 1.26 
Targeted Sixth decile 81.26 2.20 14.25 0.02 1.02 1.25 
Subsidies Seventh decile 83.67 1.45 12.78 0.02 0.94 1.14 
Eighth decile 83.57 1.41 12.76 0.03 0.80 1.43 

Ninth decile 84.56 1.40 11.86 0.03 0.57 1.59 

Tenth decile 84.28 1.12 12.46 0.01 0.66 1.46 

Average total 72.09 2.65 22.21 0.03 1.40 1.62 


Comparing the figures in the table above with the 
case sample also shows us other points. First, in the 
case sample 77.38% Of the heads of the households 
were employed and 22.62% of them were 
unemployed. Secondly, everyone in the deciles had 
income without jobs (subsidies or income from 


relief committee, etc.). Comparing these results 
with country's results indicate that rate of 
unemployment of heads of the households in case 
sample (22.62%) is far more than the same rate for 
the whole country (2.65%). 
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Table 20. Activity status of head of the household in the studied area 
Number of | Percentage of hiraraae ¢ Percentage Perveninge Percentage 
Cost deciles | Households a oo seas Leas ee pra a 

Per deciles People Jib The households he iauscholds unemployed 
First decile 31 114 14.03 0.00 0.00 0.45 100 
Second decile 45 44.12 20.36 0.00 0.00 1.36 100 
Third decile 26 60.53 11.76 0.45 0.45 0.90 100 
Fourth decile 25 68.77 11.31 0.00 0.45 2.26 100 
Fifth decile 33 77.86 14.93 0.45 0.45 1.36 100 
Sixth decile 15 81.21 6.79 0.90 0.90 0.90 100 
Seventh decile 14 81.45 6.33 1.36 1.36 0.45 100 
Eighth decile 7 83.6 3.17 0.45 0.45 1.81 100 
Ninth decile 10 82.52 4.52 1.36 0.90 0.90 100 
Tenth decile 15 81.08 6.79 0.00 0.45 0.45 100 
Total 221 77.38 100 4.98 5.43 10.9 22.62 


It is worth mentioning that, results related to the 
research case study indicates that, the highest 
amount of employed people (21) in agriculture 
sector are observed in the fifth decile. In contrast, 
the lowest amount (2) belongs to the eighth decile. 
The highest number of the seasonal workers are 
also observed in the first, second, and third deciles. 
Respondents were also confronted with the 
question of the effect of receiving cash subsidies on 


reducing work motivation, the results of this 
question are shown in table 3-107. 

Descriptive findings indicate that in the fourth 
decile, respondents rated the effect of cash 
subsidies on job motivation as moderate, and in the 
first decile, they rated this effect as low to 
moderate. Other deciles have underestimated this 
impact. 


Table 21. The rate of employment in economic sectors in the studied area 


Occupational First | Second | Third | Fourth | Fifth Sixth | Seventh | Eighth | Ninth | Tenth nee 
Group Decile | Decile | Decile | Decile | Decile | Decile | Decile Decile | Decile | Decile re job 
Agriculture, 
Horticulture And 3 10 16 17 21 12 12 2 9 10 112 
animal Husbandry 
Industry 0 1 6 5 12 3 1 2 1 31 
Services 6 6 4 3 0 0 1 3 1 28 
ae eye 9 17 26 25 33 15 14 7 10 | 15 171 
people per decile 
Number of 
households per decile 31 45 26 25 33 15 14 7 10 15 221 
Average total 245 1.93 2.81 3.08 1.88 1.87 1,29 1.43 1 1.13 2.07 


5. Discussion and Conclusion 

The purpose behind providing subsidies is to 
establish social justice, public welfare and fair 
income distribution. On December 10 2010, the 
10" Tranian administration implemented the 
targeted subsidies plan. Rural communities have 
been one of the target strata regarding the 
distribution of the benefits of this plan. The present 
study examined the effect of implementing such a 
plan on the expansion of inequality across rural 
areas. Findings showed that during the first year 
following the implementation of the plan (2011), a 
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considerable extent of the incomes of lower deciles 
living in rural areas of Iran is provided by cash 
subsidies; accordingly, 82%, 58% and 49% of 
household incomes were related to subsides in the 
first, second and third deciles, respectively. 
However, considering the fixed amounts of cash 
subsidies through time, such extent has been 
decreased year after year. Additionally, the results 
of the case study suggest that the highest extent of 
income in a case study household (87%) is 
provided through agricultural and non-agricultural 
occupations; meanwhile, the lowest amount of the 
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annual income of a household is earned through 
miscellaneous monetary and non-monetary means 
of income (aside from cash subsidies). Moreover, 
cash subsidies constituted 7.56% of the income of 
a case study household in 2018. Having conducted 
similar studies, Ali Madadi et al. (2016) divided 
their respondents into five income groups and 
concluded that subsidies had a large share among 
the poor classes living in both areas they examined 
(19.6% share for the first income class in Binaloud 
region reducing to 5.3% for the fifth class and 
24.5% for the first class in Kalat region reducing to 
6.1% for the fifth class). As a result, subsidies 
overall have had a higher effect on increasing the 
income of underprivileged classes. 

Regarding the Gini Coefficient, results suggest a 
higher Gini coefficient value in the period 
following the implementation of targeted subsidies 
compared to the previous period followed by 
increased income inequality and reduced share of 
the rural underprivileged class from the rural 
economy. The findings of Dadgar & Nazari (2011) 
demonstrates a Gini coefficient of approximately 
0.55-0.35 during the examined period, suggesting 
an unfair income distribution in Iran. Furthermore, 
given the circumstances such as _ stagflation, 
continued economic crisis, absence of necessary 
infrastructure, the lack of an economic model, etc., 
not only the targeted subsidies plan will not 
improve the state of income distribution, but also 
places the underprivileged classes of the society 
under pressure and worsens their state of welfare. 
In addition, the average wealth share of the upper 
10% to the lower 10% of the population has been 
decreased from 12.88 before the plan to 9.11; in 
other words, the 10% wealthy population of rural 
communities had a larger share of Iran’s economy 
before the targeted subsidies plan. As for the other 
two indices of the 20% and 40% wealthiest to the 
poorest, results show improvements in the period 
following the targeted subsidies plan. The results 
of the case study also show that the 10% wealthiest 
to the 10% poorest in rural areas of the case study 
was 20.67 in 2018. The study conducted by 
Shahnazi et al. (2014) confirms this result as well. 
Having examined two years before and after the 
targeted subsidies plan, they concluded that the 
distance between the poorest and the wealthiest has 
been reduced from 14 to 10, showing the better 
income redistribution following the 
implementation of the plan. 


SHI? 
Findings reflect several significant implications 
regarding the comparison between the expenses of 
the first decile in Iran in the periods before and after 
the implementation of the plan. There is an increase 
in the average expenses of different groups such as 
housing. Subsequently, the circumstances of the 
lower deciles can be assessed as worse than those 
of the higher deciles following the targeted 
subsidies plan. The results obtained from the case 
study also suggest that contrary to the initial 
expectation from the plan, lower deciles are under 
a considerably higher pressure caused by increased 
energy carriers. This finding is confirmed by the 
results obtained by Hazeri Nayeri & Hosseini 
Nasab (2014). According to their research, the 
modification of energy subsidies in the form of 
raised energy prices has reduced the welfare of all 
urban and rural households; and this is especially 
manifested among low-income deciles in both rural 
and urban families. Moreover, following the 
energy subsidies modification, rural households 
face a higher extent of reduced welfare compared 
to urban families; on the other hand, stimulus 
packages and income redistribution due to energy 
price modification under various redistribution 
scenarios significantly compensate for the reduced 
household welfare. In the food group, in 2005, the 
tenth decile spent the highest expenses for meat, 
grain, oils and fats, dairy, sugar, spices, fruits and 
drinks, respectively; meanwhile, the order was 
changed in 2016 as grain, meat, fruits, dairy, sugar, 
drinks and tobacco, oils and nuts. The descriptive 
findings of the case study suggest that the rural 
household’s expenses for providing food is 
respectively spent on grain, meat, fruits and 
vegetables, dairy, sugar, nuts, tobacco and spices. 
Such findings have been confirmed by Khosravi 
Nezhad (2009), he concluded that following the 
implementation of the targeted subsidies plan, the 
effects of increase in the price of bread have always 
been higher than that of sugars and vegetable oils 
for the first to third classes. For the fourth and fifth 
classes, the effect of price regulation of vegetable 
oil has been higher than that of bread and sugar. 
The results of the study on the consumption of 
foods show that given the reduced intake of groups 
such as meat, fruits, vegetables, dairy, etc., the 
consumption of grain has been accelerated which 
demonstrates a shift in the food consumption 
pattern. 
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Table 22. Summary of research results on the impact of targeted subsidies on the spread of inequality in rural areas 


Results inthe | Results in 
Index macro rural the case Analysis 
dimension study 
Considering the amounts of cash subsidies remaining fixed, the extent 
; of income earned from these subsidies by rural households across Iran 
The income status of 
Seen a a has decreased year after year. Results of the case study also suggest 
that cash subsidies constituted 7.56% of the whole income of a sample 
household in the case study in 2019. 
The Gini coefficient According to the findings, the Gini coefficient was higher in the period 
status in rural v - following the implementation of targeted subsidies plan than the 
regions previous period, resulting in an increased income inequality. 
The share of 10%, Results of examinations show that the average share of the 10% 
20% and 40% of the ; es : ; 
wealthiest to 10% wealthiest compared to the 10% poorest living in Iranian villages has 
20% and 40% of fig a Vv been reduced from 12.88 in previous period to 9.11 — Results of the 
: case study also show that the 10% wealthiest to the 10% poorest 
a oni aul among the rural population of the case study was 20.67 in 2019. 
population 
In Iranian villages, the average housing expenses prior to the plan 
constituted 58% of the whole non-food expenses of a household; 
The status of non- meanwhile, following the implementation of the plan, housing 
food expenses in v Vv expenses constituted 71% of non-food expenses of the same decile. 
deciles Findings also demonstrate that contrary to the initial expectation from 
the plan, lower deciles are under a considerably higher pressure caused 
by increased energy carriers. 
According to the examinations on Iran regarding 2005, the tenth decile 
spent the highest expenses for meat, grain, oils and fats, dairy, sugar, 
The status of food ¥ ’ spices, fruits and drinks, respectively; meanwhile, the order was 
expenses in deciles changed in 2016 as grain, meat, fruits, dairy, sugar, drinks and tobacco, 
oils and nuts. Results of the case study suggest that the rural 
household’s expenses for providing food is respectively spent on grain, 
meat, fruits and vegetables, dairy, sugar, nuts, tobacco and spices. 
Following the implementation of the targeted subsidies plan in Iran, 
eee eee the extent of rural households’ consumption of all food groups in terms 
conennipionan v v of weight has been reduced. The amount of calorie intake per person 
: has been decreased as well, except in the cereal group. Additionally, 
deciles see 
results of the case study show that the average calorie intake per person 
in the tenth decile is seven times that of the first decile. 
In all villages of Iran, the number of households devoid of literate 
The status of literac members has been increased following the implementation of the plan. 
: : y 4 Vv Descriptions of the statistical findings of the case study show that on 
in deciles : : 
average, there are 2.5 literate persons in each sample household. 
Differences between deciles in samples are significant. 
In all villages of Iran, the extent of employment has been reduced 
The number of following the implementation of the plan while the number of 
employed persons in v v unemployed people has been rising. Results of the case study also 
deciles show that in 2018, 70% of households in the first decile had no 
employed family members. 
The number of employed heads of households in the first, second and 
The status of third deciles has been significantly reduced following the 
activities and work implementation of the targeted subsidies plan in the entire country. In 
motivation of heads v v the results of the case study, the respondents from the fourth decile 
of households in assessed the effect of cash subsidies on employment motivation as 
deciles average; the assessment of the first decile in this respect was low to 
average. The remaining deciles assessed the effect as very low. 
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Moreover, the results obtained from the case study 
show the average calories received per member of 
a case study household as 1239845 kcal; 
meanwhile, the average calorie intake per person in 
the tenth decile is seven times the intake of a person 
in the first decile. In another study, Toulabinezhad 
et al. (2013) concluded that increased income as a 
result of subsidies has led to the economic welfare 
of rural households living in their examined region. 
In other words, the extent of economic welfare of 
the rural households in the studied area was 
improved through increased income due to 
receiving cash subsidies. 

Results point to an increase in the number of 
families devoid of literate persons in the period 
following the implementation of targeted subsidies 
in villages throughout Iran. Additionally, the 
number of households with one or more literate 
members in low deciles has been decreasing. This 
is further intensified when the average number of 
literate persons in a household is also reduced 
following the implementation of the plan. 
Moreover, the findings of the case study 
demonstrated that on average, there are 2.5 literate 
persons in each sample household. The differences 
between deciles are significant in the case study 
samples. In addition, the highest number of literate 
persons live in the tenth decile households. 
Importantly, 98.2% of the respondents expressed 
that they spend no amount of money out of their 
cash subsidies on education expenses. These 
findings are confirmed by Nourallahi et al. (2015); 
in their study, they showed that following the 
implementation of the plan, the opportunity to 
continue education at universities has been reduced 
and the plan has negatively affected academic 
education. 

Based on the results, the number of employed 
persons in each group has been decreasing 
following the implementation of the plan while the 
number of unemployed persons has been on the 
rise. Consequently, evidence show _ that 
employment conditions in rural households has 
generally worsened. Moreover, findings obtained 
from the case study suggest that there was no 
employed person in 70% of households in the first 
decile. 29.03% of the respondents expressed the 
presence of only one employed person in their 
families. On the other hand, in the tenth decile, 
46.67%, 26.67% and 26.67% of the respondents 
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pointed to the presence of 4, 2 and 1 employed 
persons in their families, respectively. Contrary to 
these findings, Riyahi & Soltanabadi (2018) 
concluded in their study that the direct distribution 
of subsidies has been effective in several 
components such as aiding income earning, 
increasing employment opportunities, facilitation 
of savings and reducing dependency on financial 
resources of intermediaries. The study of the 
employment and activity status of heads of 
households show that employment conditions have 
worsened in the period following — the 
implementation of the targeted subsidies plan; in 
turn, this has led to higher inequalities in rural 
regions. Notably, according to the findings 
obtained from the case study, the highest number 
of employed individuals in the agriculture sector 
(21 persons) is observed in the fifth decile. 
Meanwhile, the lowest number of such individuals 
(2) is seen in the eighth decile. Additionally, most 
of the seasonal workers are observed in the first, 
second and third deciles. When the respondents 
were asked about the effect of receiving cash 
subsidies on reduced work motivation, those in the 
fourth decile assessed such an effect as average 
while the assessment of the respondents from the 
first decile was low to average. The remaining 
deciles assessed the same effect as very low. These 
results are consistent with the findings of 
Nourallahi et al. (2015); they concluded that heads 
of households have lost their occupational diversity 
following the implementation of the plan and their 
employment rates have been on the decline as well. 
Considering the above explanations to find 
answers to the research question (Has inequality 
between various rural deciles reduced following 
the implementation of the targeted subsidies 
plan?), it is concluded that while 7 indices have 
witnessed undesirable circumstances following the 
implementation of the targeted subsidies plan both 
in the macro scale of all rural areas in Iran and the 
case study region, one index has been improved. 
Furthermore, the results obtained from examining 
the one index show inconsistencies between 
findings in the national scale and the case study. 
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